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THE PUBLIC DEBT OF THE UNITED STATES.-! 

BY 0. P. AUSTIN, CHIEF OP THE BUREAU OF STATISTICS OF THE 
UNITED STATES TREASURY DEPARTMENT. 



The National Debt of the United States amounted, on July 1, 
1902, to $1,328,031,356. Of this sum, $931,070,340 is " interest- 
bearing debt"; $395,680,156 "debt bearing no interest"; and 
$1,280,860 " debt on which interest has ceased since maturity." 
The interest-bearing debt, speaking in round millions, consists of 
$19,000,000 in 5 per cent, bonds redeemable in 1904; $233,000,- 
000 at 4 per cent, redeemable in 1907; $135,000,000 at 4 per cent, 
redeemable in 1925; $97,000,000 at 3 per cent, redeemable in 
1908 ; and $446,000,000 at 2 per cent, redeemable in 1930. The 
debt bearing no interest consists of $346,000,000 of United States 
notes, commonly known as "greenbacks," for which no date of 
redemption is fixed; $42,000,000 of funds deposited by national 
banks going out of business, with which the government is to 
redeem their notes whenever presented at the Treasury for re- 
demption; and $6,000,000 of fractional currency issued during 
the Civil War, of which probably less than $1,000,000 will ever 
be presented for redemption. The debt on which interest has 
ceased since maturity amounts to about $1,000,000 of bonds 
overdue but not yet presented for redemption. Against this debt 
there stands in the Treasury $150,000,000 in gold, set aside as a 
reserve fund for redemption of the United States notes when 
presented, and an " available cash balance " on July 1st of $208,- 
000,000, or an available debt-paying balance of $358,000,000, 
thus bringing the "debt less cash in the Treasury" to $969,- 
457,241. 

A casual examination of the debt statement by those 
unacquainted with the mysteries of Government bookkeeping, 
might give a different and widely erroneous impression of the 
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debt figures. The annual statement published in the reports of 
the Treasury Department shows in one column the " outstanding 
principal of the public debt" as $2,158,610,445. This alarming 
figure, however, is produced by bringing into the total all of the 
gold and silver certificates issued by the Treasury, for which 
there is deposited in the Treasury a sum exactly equal to the 
value of the certificates. Therefore, this apparent indebtedness, 
which is classified as " certificates and notes issued on deposit of 
coin and silver bullion," and which amounts to $346,000,000 of 
gold certificates, $454,000,000 of silver certificates and $30,000,- 
000 of Treasury notes issued for the purchase of silver bullion, 
is, in fact, not to be considered in a statement of the real debt, 
since the entire sum necessary for their redemption is on deposit 
in the Treasury. 

The simplest form in which the debt of the United States can 
be stated is that the interest-bearing debt is $931,070,340, the 
debt bearing no interest, $395,680,156, and the " total debt less 
cash in the Treasury $969,457,241." This gives an annual in- 
terest charge of $27,542,945 and brings the per capita of debt, 
less cash in Treasury, to $12.27, and the annual per capita inter- 
est rate to 35 cents. 

It is worth while, before entering upon a discussion of this 
debt and its history, to compare briefly present conditions with 
those of former periods, and also with those in other countries. 
On August 31, 1865, when the National Debt made its "high 
water mark," the total interest-bearing debt stood at $2,381,- 
530,294, the annual interest charge at $150,977,697, the debt 
less cash in the Treasury at $2,750,431,571, the per capita 
debt at $78.25, and the per capita interest charge at $4.29. Thus 
the debt less cash in the Treasury is now about two-fifths what it 
was at the close of the Civil War, the annual interest charge less 
than one-fifth, the per capita debt about one-sixth, and the per 
capita interest about one-twelfth of that of 1865. 

Comparing our debt with that of other countries, it may be 
said in general terms that the interest-bearing debt of the United 
States is less than that of Austria-Hungary, Australia, India or 
Spain; about half that of Italy; one-third that of Russia or the 
United Kingdom; and one-fifth that of Prance; while the per 
capita interest charge against the United States National 
Debt is below that of any of the principal countries of the world, 
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except Germany, China, and India, being but one-third that of 
Bussia, one-sixth that of the United Kingdom, one-ninth that of 
Italy, and one-sixteenth that of France. No other country floats a 
2 per cent, bond, while practically one-half of the interest-bearing 
debt of the United States now stands at 2 per cent., and these 
securities are selling in the open markets at a premium of 8 per 
cent. Securities of the principal European nations are, in most 
cases, issued at from 3 to 10 per cent, below par, while those of 
the United States are invariably issued at or above par. Another 
feature in which the debt of the United States differs from that 
of certain other nations is, that all of its obligations (except the 
"greenbacks") are redeemable at a fixed date, and that the 
policy of the government is to cancel all its obligations as 
rapidly as practicable, while with certain other governments a 
considerable part of the national obligations are classed as 
"permanent debt" without date for redemption, the avowed 
policy being to merely meet the interest thereon as it falls due, 
but to make no provision for payment of the principal, which is 
considered a permanent indebtedness. 

The history of the National Debt is coincident with the his- 
tory of the nation. Indeed, it began before the States had arrived 
at the dignity or cohesive condition of a nation. The very act by 
which the struggling Colonies freed themselves from British 
domination and put themselves in condition to form a nation, 
was of necessity productive of an indebtedness not only large in 
itself, but extremely burdensome to the handful of people im- 
poverished by a long war and occupying a new and undeveloped 
country. But they assumed that great burden willingly, and the 
story of their struggles is the story of the national life and 
national success. 

THE BEVOLUTIONARY DEBT AND ITS ADJUSTMENT UNDER THE 

CONSTITUTION. 

The public debt was one of the first and most difficult of the 
problems which confronted the first Congress under the Consti- 
tution. The first Colonial Congress, which met at Philadelphia 
in 1774, was a body composed of delegates without power to levy 
taxes, borrow money or perform any functions of government, 
except to make recommendations to the various Colonies which it 
represented. The second Colonial Congress, which met at Phila- 
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delphia in 1775, assumed that it was not merely a committee of 
conference but a provisional government, and set about the or- 
ganization of a military force; and, on receipt of the news of the 
battle of Breed's Hill, it quickly passed an act which had been 
some time pending, which authorized the issue of bills of credit 
to the amount of two million dollars, pledging the Confederated 
Colonies for their redemption. These bills were worded as fol- 
lows : " This bill entitles the bearer to receive Spanish 

milled dollars or the value thereof in gold and silver according 
to the resolution of the Congress held at Philadelphia the 10th 
of May, 1775." These were issued in sums of from one to eight 
dollars each, on thick pieces of paper about 3% by 2% inches, 
and bore on the border the words " Continental Currency." In 
the following November, three millions more were issued, and 
other issues followed in quick succession, so that when the Decla- 
ration of Independence was made in 1776, fifteen millions had 
been already issued; and, by the time the Articles of Confedera- 
tion were formed and the Congress of the Confederacy began its 
existence in 1780, the issues of the Continental Congress amount- 
ed to 241 millions of dollars, and to this the Congress of the Con- 
federation added 96 millions, making the total 337 millions. 

Meantime, this currency had greatly depreciated in value, de- 
spite the resolutions of Congress that it should pass current and 
that all persons refusing to receive it ought to be considered 
" enemies of the United States." During 1776 it passed at about 
3 to 1; by the end of 1778 it was about 4 to 1; by April, 1779, 
10 to 1 ; by the end of 1779, 40 to 1 ; by the end of 1780, 75 to 1 ; 
by the middle of 1781, 500 to 1; and by the end of 1781, 1,000 
to 1, and then it ceased to circulate. In addition to this, the 
States had issued paper money amounting, from 1775 to 1783, to 
209 millions, some of which had been expended in fitting out 
their troops and sustaining them in the field; but this main- 
tained a better financial standing, owing to the fact that the 
States had the power to levy duties, collect taxes, and provide 
methods for meeting their obligations, which was not the case 
with either the Continental Congress or that under the Con- 
federation. The Congresses had, however, assumed authority to 
borrow money and pledge the public faith to its payment; and, 
owing to the willingness of certain European nations to em- 
barrass England by aiding her rebellious colonies, loans were 
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negotiated in Europe between 1777 and 1789 amounting to $10,- 
000,000, about two-thirds of this being in Prance and one-third 
in Holland, and a small sum in Spain. Some of these were 
made direct from the governments and others through indi- 
viduals but with the assent of the government. In addition to 
this, Congress had issued loan-office certificates amounting to 67 
millions, certificates to persons whose property had been seized 
for use of the army, certificates in settlement of the claims of 
soldiers, bills of credit issued to pay interest, and certificates 
issued by the Eegister of the Treasury in lieu of other obliga- 
tions; the total amounting to probably $100,000,000, which, how- 
ever, had in many cases greatly depreciated. 

The problem which confronted the first Congress under the 
Constitution, when it met in New York, in April, 1789, was 
how to meet these numerous obligations. After passing a revenue 
act and appointing a committee to consider steps with reference 
to the debt, it adjourned to meet in December at Philadelphia. 
When it resumed its session, Hamilton, the Secretary of the 
Treasury, made his famous report on the Public Debt, and this 
became the basis of the act by which the Revolutionary debts 
were assumed by the young nation. The act as finally adopted 
provided (1) that the foreign obligations (about $10,000,000) 
should be paid in full; (2) that those debts of the States which 
had been incurred in support of the common cause (amounting 
to about $20,000,000), should be paid in full; (3) that the obli- 
gations issued by authority of Congress should be redeemed by 
an issue of stock for which the old obligations, now much de- 
preciated, and many of them held by persons who had purchased 
them at far below their face value, would be received at their 
current specie value, and that the greatly depreciated Continental 
currency should also be received for the new securities at the 
rate of $100 for $1. The new " stock," as all government securi- 
ties were then designated, to bear interest at 6 per cent., though 
on one-third of the sum issued to each individual the interest was 
not to begin until the year 1800. Stock bearing 3 per cent, in- 
terest was also to be issued to the creditors for the sums due for 
deferred interest payments. No date was fixed for the redemp- 
tion of the stock, but the Government reserved to itself the right 
to redeem not over 2 per cent, of the principal of each sum in any 
one year. This plan was offered as a proposition to the creditors, 



THE PUBLIC DEBT OF THE UNITED STATES. 571 

not as an ultimatum, and it was specifically provided that " no- 
thing in this Funding Act shall be construed to alter, abridge, or 
impair the rights of the creditors of the United States who shall 
not subscribe to the loan." The proposition was generally ac- 
cepted, however, by the domestic creditors; while the fact that 
the plan proposed to pay the obligations to the States and the 
foreign creditors in full rendered it generally acceptable to these 
parties. Within two years nearly all those holding the general 
obligations of the Government had refunded them at their specie 
value into the new securities, the holders of $168,280,219 of Con- 
tinental currency had turned it into the Treasury and received 
$1,682,802 of the new securities therefor, and the adjustment of 
the accounts between the Government and the States was making 
satisfactory progress. The amount of stock finally issued in pay- 
ment of the debts of the Continental Congress and the State 
debts incurred for the common defence, included $30,088,397 in 
6 per cents. ; $14,649,328 in deferred 6 per cents. ; $19,719,237 in 
3 per cents.; total, $64,456,962. In addition to this, there was 
the foreign debt of $10,000,000 with an accrued interest of about 
$1,640,000. Thus the young nation adjusted the great load of 
indebtedness incurred during the War of the Revolution, and 
started its career with a debt of about $75,000,000. 

from 1790 to 1861. 

The desire of Hamilton, and indeed of all those at the head of 
the Government, was to begin at once the reduction of this debt. 
But this was not easy for a young nation which had just emerged 
from a long war, and whose people were not yet able to bear 
heavy burdens of taxation. For a few years it was necessary to 
" borrow from Peter to pay Paul," and a half dozen loans were 
made in Holland to meet obligations as they fell due. But the 
aggregate debt was not increased, and a sinking fund which had 
been established from the customs revenue kept up the payments 
of interest and made some slight reduction of the principal. In 
1803 Louisiana was purchased for $15,000,000, of which $3,750,- 
000 was to be paid to citizens of the United States having claims 
against France; this was paid out of the current revenues, and 
stock was issued for the remaining $11,250,000. This brought 
the total debt up to $85,349,774, the highest point ever reached 
prior to the War of 1812. 
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Beginning with the year 1800, rapid progress was made in the 
reduction of the public debt. The revenues were plentiful, and 
many of the heavy expenditures had been reduced, and so rapid 
was the decrease of the debt that by 1808 Gallatin, who was then 
Secretary of the Treasury, was planning a great system of pub- 
lic works to cost twenty millions. But war clouds began to ap- 
pear, the embargo and non-intercourse acts seriously affected the 
foreign commerce, and in some of the years between 1806 and 
1811 the revenues were not equal to the expenditures. Yet the 
reduction of the debt had been so rapid and satisfactory that in 
1811 it stood at $45,154,189, having been reduced $40,000,000 
since the Louisiana Purchase, in 1803. 

When the War of 1812 began, Gallatin recommended that the 
revenues be kept at the basis necessary for all expenses in times 
of peace, and that the amount necessary for war be raised by loans. 
The President was authorized to make a loan of $11,000,000 at 
6 per cent. Of this, $4,000,000 was subscribed by banks and 
about $2,000,000 by individuals, which was a larger sum than 
had ever before been subscribed by individuals in the United 
States at so low a rate of interest. As no more subscriptions 
could be obtained, Gallatin recommended that authority be given 
to issue the remaining $5,000,000 in Treasury notes running one 
year, drawing 5 2-5 per cent, interest and receivable for all dues 
to the United States, which was done, and this was the first issue 
of Treasury notes ever made. The progress of the war was slow 
and discouraging; and, in the following year, Congress author- 
ized the President to issue a loan of $16,000,000 at 6 per cent, 
interest, and to sell the stock without any limitation as to price. 
Agents were appointed to obtain subscriptions and were paid one- 
fourth of one per cent, for all sales, and subscribers were offered 
an annuity of one dollar per year for thirteen years on every $100 
subscribed; but this only brought about $5,000,000, and finally a 
large part of the remainder of the loan was sold to Stephen 
Girard, Jacob Parish, and John Jacob Astor at 88 cents on the 
dollar, and Treasury notes were issued to complete the sum of 
$16,000,000. 

In the year 1814, the President was authorized to borrow 
$25,000,000 more without restriction as to price received for the 
bonds, but he only offered $10,000,000. For these he received 
offers at 88 per cent., and disposed of the entire amount at that 
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rate. Later in the j r ear he offered another loan of $6,000,000, but 
only about one-half of this was sold, and that at the low price of 
80. A market for bonds at home at even so low a rate as 80 cents 
on the dollar no longer existing, an effort was made to place 
them abroad, but without success ; and Congress finally authorized 
the issue of 8 per cent. Treasury notes, to be receivable for taxes, 
dues, and payment on public lands, and exchangeable for stock 
bearing 6 per cent, interest. Specie payments had been suspended 
by the principal banks of the Middle States, and while bank- 
notes still circulated freely within the State in which the issuing 
bank was located, there was a lack of currency for general use 
between the States, and it was believed that the Treasury notes 
would supply this requirement. An act authorizing the issue of 
$25,000,000 in short-term Treasury notes was passed; but, as it 
provided that they might be exchanged for stock running twelve 
years and bearing 7 per cent, interest, a large share of those 
issued were soon exchanged for the stock and did not enter large- 
ly into circulation, and only part of the amount was issued. In 
March, 1815, the final loan of the war was made, and Dallas, who 
had become Secretary of the Treasury, refused to accept less than 
95 for the stock, but he accepted outstanding Treasury notes as 
well as cash for it at that price. The result was that about 
$10,000,000 of this loan was so disposed of. The report of the 
Ways and Means Committee in 1830, discussing the loans of the 
War of 1812, says that they amounted to $80,000,000 face value, 
but that the amount of the money actually received, after deduct- 
ing the discounts, depreciation, and the exchange of stocks for 
Treasury notes, was but about $34,000,000. On October 1, 1816, 
the funded debt of the United States stood at $108,000,000, of 
which $37,000,000 represented the old debt existing before the 
War of 1812, and $71,000,000 accumulated during the war; and 
on January 1, 1817, the funded and floating debt amounted to 
$123,000,000. The outstanding Treasury notes were rapidly ab- 
sorbed in payment of taxes, duties, debt and otherwise, and by 
1817 only about a half million dollars remained out of a total 
of $36,000,000 issued during the war. 

The recuperative power of the young nation was shown in the 
years which followed. Congress in 1817 enacted a law requiring 
that $10,000,000 annually be paid into the sinking fund out of 
the revenues from duties and sales of public lands, to be applied 
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to the payment of interest and reduction of the principal of the 
debt, and in the same year an additional $9,000,000 was, by act 
of Congress, transferred to the sinking fund and the commis- 
sioners of the sinking fund were authorized to purchase stock at 
the market price, which then ranged at sixty-five for the 3 per 
cent, stock and par for the 6 per cent, and 7 per cent, stock. The 
sales of public lands brought in large sums of money, and the 
work of reducing the debt moved forward rapidly. The annual 
payments of $10,000,000 to the sinking fund were regularly made 
and in some cases a much larger sum; stocks were purchased at 
the market price, and in the eleven years from January 1, 1817, 
to January 1, 1828, $146,000,000 was paid, of which $88,000,000 
was for principal and the remainder for interest. The improved 
condition of the finances is shown by the fact that the loan of 
$5,000,000 for the purchase of Florida was readily made from 
the United States Bank at only 4*/^ per cent, interest, and that a 
loan of $10,000,000 issued in 1824 to take up certain of the war 
loans of 1812 was also readily placed at 4% per cent., and that 
premiums of as high as 4 per cent, were offered by individuals for 
sections of this loan. By the end of 1832, only $7,000,000 of the 
debt remained outstanding, and in 1834 the Secretary of the 
Treasury gave notice that the whole of the unredeemed debt 
would cease to bear interest after January 1, 1835, and would be 
promptly paid after that date. 

The rapid growth of the receipts of the Treasury and the con- 
sequent extinguishment of the public debt were due to the wave 
of prosperity which had swept over the country, the increased 
revenue from imports, and the very large receipts from sales of 
public lands which alone brought in about one-fourth of the total 
revenues of the Government. The result was that, after the ex- 
tinguishment of the public debt, the money began to accumulate 
in the Treasury, and in 1826 an act was passed directing the 
Secretary of the Treasury to lend to the States, in proportion to 
their population, all of the money in the Treasury except $5,000,- 
000. The amount available for this purpose at that time was 
$37,468,819, and the Secretary of the Treasury was directed to 
distribute one-fourth of this sum in this manner on January 1, 
1837, and the remainder at intervals of three months. The 
first, second and third of these payments were made to 
the States during the year 1837 as provided by law; but before 
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the fourth payment had been made a financial storm burst upon 
the country. Credit, which had been extended to enormous pro- 
portions, suddenly collapsed; State banks, many of which were 
depositories of public money, failed; importations were greatly 
reduced, and with this the customs revenues fell; receipts from 
the sales of public lands shrank to almost nothing, and the 
revenues of the Government quickly changed from a surplus to a 
deficit. Congress, when it met in September, quickly repealed 
the act authorizing further loans to the States, and authorized 
the Secretary of the Treasury to issue Treasury notes to meet 
the necessary expenses in excess of the receipts. This was repeat- 
ed in 1838 and 1839: and on December 31, 1839, the debt stood 
at nearly $5,000,000. In 1841 came the inauguration of Harri- 
son and Tyler, quickly followed by the death of Harrison, and 
then by the troubled four years of the administration of Tyler. 
Several propositions were made during this period of depres- 
sion to call upon the States to return to the Government the 28 
millions of dollars issued to them in the three loans of 1837, but 
no action was taken, and the money has never been repaid by the 
States. It is still carried on the books of the Treasury Depart- 
ment under the head of " Unavailable funds : on deposit with the 
following States, under act of June 23, 1836; total, $28,101,644." 
Reecipts fluctuated greatly, and were almost constantly less 
than expenditures. It became necessary to raise money, not only 
to meet the Treasury notes when they fell due, but to meet the 
deficiencies in the revenue, and a loan of $5,000,000 was made in 
1841, one of over $8,000,000 in 1842, and one of over $7,000,000 
in 1843. At the end of 1844, the total debt stood at $23,850,673, 
though by that time the country had again become so prosperous 
that the revenues equalled and had begun to exceed the ex- 
penditures. 

In 1846, the war with Mexico again required an increase of 
the public debt, and the Secretary of the Treasury was authorized 
to issue a loan of $10,000,000 in Treasury notes or stock, and in 
the following January to make another issue of $23,000,000 in 
Treasury notes or stock, but at not less than their face value. 
For this loan the bids were over $57,000,000, most of them at 
above par. The following year, another loan of $16,000,000 was 
authorized; it was advertised just as the war with Mexico was 
closing, and the entire amount was taken in one day at premiums 



576 THE WORTH AMERICAN REVIEW. 

which amounted to $487,168. The cost of the Mexican war was 
$68,000,000, the increase of debt by issue of Treasury notes and 
bonds $49,000,000, the difference having been paid out of the- 
current revenues; and the public debt at the termination of that 
war stood at about $75,000,000. 

With the termination of the war with Mexico, the work of re- 
ducing the debt was again taken up and rapid progress made. 
At the beginning of Pierce's administration in 1853, the debt 
stood at $69,000,000, and by November, 1856, had fallen to $31,- 
000,000. This reduction was so rapid and satisfactory that a 
reduction in the revenue was made ; but this had scarcely been ac- 
complished when another financial crisis ensued, and with it a 
shrinkage of the receipts of the Government to a point below 
actual expenditures. This necessitated new loans, and they were 
made in quick succession, some in the form of Treasury notes, 
others in stocks. As the political agitation increased and the 
clouds of civil war began to appear on the horizon, the difficul- 
ties of making loans increased, and for a $10,000,000 issue of 
Treasury notes in 1860 the Secretary of the Treasury, who had 
been authorized to accept offers at the lowest rate of interest 
which he could obtain, was compelled to make the interest rate 
12 per cent, on nearly one-half of the loan. Th£ interest-bearing 
debt stood at $65,000,000 on July 1, 1860, and between that date 
and March 4, 1861, $15,000,000 was added in loans, making the 
total debt at the date of the inauguration of Lincoln $80,000,000. 
(To be Continued.) 

O. P. Austin. 



